
 





Operating profit1 

£988m 

Interim dividend3 

4.30p 

Profit before tax1 

£1,163m 
Earnings per share1 

15.94p 

IFRS return on equity1 

26.7% 
Net release from operations 

£724m 



Our active manufacturing 
and management of long 

duration assets and 
liabilities sits at the heart 
of our business, creating 
competitive advantage, 
market leading positions 
and increasing relevance 

to all our stakeholders 

 

 

Innovating efficiently and 
accelerating the evolution of 

our business model, with 
excellent execution and a 

positive culture, has resulted 
in consistently improving 

financial performance 

 

 

For 180 years, L&G has 

prospered through 

manufacturing and distributing 

economically and socially 

useful products and services 

to our customers 
 

 

 

Our successful growth 
strategy is based around six 
long term and increasingly 
important macro-economic 
and demographic drivers of 

growth 



Growth drivers 2017 achievements 

Ageing 

demographics 

•

•

•

•

Globalisation of  

asset markets 

•

•

•

•

•

•

Creating real assets •
•

•

•

•

Welfare reforms •

•

•

Technological 

innovation 

•

•

•

Today’s capital •

•



Operating profit £m Divisions H1 2017 % Market position and share2 

Asset 

Management 

•

•

•

•

•

•

•

•

•

Insurance 

•

•

•

•

Savings •



12.4 
13.8 

15.2 
16.7 

18.2 

21.2 

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Earnings per share (p) 

Average consensus Actual performance 

H1 17 

15.9 



Operating profit 

£988m 

Profit before tax 

£1,163m

Earnings per share 

15.94p



H1 2017 H1 2016 % 

Assets & 

Premiums 

Cash & 

Earnings 

Capital 

Dividend 



Divisions H1 2017 H1 2016 % 

Legal & General Retirement (LGR) 566 405 40 

Legal & General Investment Management (LGIM) 194 171 13 

Legal & General Capital (LGC) 142 135 5 

Legal & General Insurance (LGI) 151 151 - 

General Insurance (GI) 15 31 (52) 

Savings 52 49 6 

Operating profit from divisions 1,120 942 19 

Operating profit from divisions (£m) 

942 
1,120 

1,277 1,329 
1,483 

1,702 
1,902 

2012 2013 2014 2015 2016 H1 2017

51% 

17% 

13% 

13% 

1% 

5% LGR

LGIM

LGC

LGI

General Insurance

Savings



H1 2017 H1 2016 •

•

•



£6.3bn £6.2bn 

£7.9bn £7.8bn 

£8.3bn 
£9.2bn 

£5.7bn 
£6.7bn 

£0bn

£2bn

£4bn

£6bn

£8bn

£10bn

£12bn

£14bn

£16bn

£18bn

YE 2016 H1 2017 YE 2016 H1 2017

171% 230% 
CAPITAL POSITION 

•

•

•

•

•

•

Economic Capital Solvency II 

Coverage 

Ratio 

£14.6bn £13.6bn £15.4bn 

247% 186% 

£14.5bn 
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Net Surplus Generation £0.5bn 

 

• Expected releases increase surplus by 

£0.6bn. This includes a run-off of the TMTP 

of £(0.2)bn and release of Risk Margin of 

£0.2bn 
 

• Capital efficient annuity sales and a positive 

contribution from insurance new business 

reduces surplus by £(0.1)bn  
 

• Includes US term business, which will be 

reinsured and financed in H2. For the 

remaining businesses, the new business 

strain was less than £50m  

 

Surplus Emerging £1.0bn 

 

• FY 2016 final dividend of £(0.6)bn 
 

• Operational variances have improved surplus 

by £0.4bn, includes £0.1bn longevity reserve 

release 
 

• The disposal of LGN and Cofunds has 

increased surplus by £0.1bn, 2.5% impact on 

coverage ratio 
 

• Positive market movements £0.1bn 

  

• Net issue of £0.5bn subordinated debt 
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Surplus Emerging 



•

•

•

•

H1 2017  PVNBP 

Contribution 

from New 

Business 

Margin  % 

1,859 166 8.9 

754 69 9.1 

632 61 9.6 

122 8 6.5 

376 48 12.8 

2,989 283 9.5 



•

•

•

FINANCIAL HIGHLIGHTS H1 2017 H1 2016 



•

•

•

•

FINANCIAL HIGHLIGHTS H1 2017 H1 2016 



FINANCIAL HIGHLIGHTS H1 2017 H1 2016 •

•

•

•

•

•$63m 
$69m 

$76m 
$83m 

$91m 
$100m 

LGI US dividend ($m) 



FINANCIAL HIGHLIGHTS H1 2017 H1 2016 •

•

•

•

•



•

•

•

•

FINANCIAL HIGHLIGHTS H1 2017 H1 2016 



Operating profit 

£566m 

New business sales 

£3.2bn 

AUA 

£55.6bn 



•

•

•

FINANCIAL HIGHLIGHTS H1 2017  H1 2016 



 £61.4bn  

 £45.5bn 

Gross exposure Reinsurance Net exposure

• Longevity risk managed through risk selection and 

reinsurance 

• Reinsured £15.9bn of longevity risk over the past 6 years 

• Post-SII we are targeting to reinsure 80%-90% longevity 

risk from new UK PRT business – flow treaties for small 

schemes help us achieve this 

• Pre-SII business has a lower reinsurance level due to 

transitional capital relief 

Year End Mortality Improvers  

2010 CMI 2009 

2011 CMI 2009 

2012 CMI 2011 

2013 CMI 2012 

2014 CMI 2013B 

2015 CMI 2013B 

2016 CMI 2014 Adjusted 

LONGEVITY EXPOSURE AS AT 30 JUNE 2017  MORTALITY IMPROVER BASIS 

£15.9bn* 

* Excludes pass-through longevity insurance 

• Mortality experience greater than expected for a number 

of years; release of £126m of prudence within our 

reserves from base mortality assumptions 

• Investigating the appropriateness of the CMI 2015 

model for longevity improvement in H2 2017 



82% 

3% 

15% 85% 

2% 

13% 

AAA 

AA 

A 

BBB 

.. WHILST MAINTAINING OVERALL CREDIT QUALITY & 

HIGH SECTORAL DIVERSIFICATION 

H1 2017 

by Credit 

Rating 

•

•

•

•

INCREASING PROPORTION OF DIRECT 

INVESTMENTS  

BB or below 

23% 

16% 

15% 

15% 

6% 

4% 

4% 

4% 
3% 

3% 
3% 

2% 2% 1. Sovereigns, 23%

2. Utilities, 16%

3. Consumer services and goods, 15%

4. Infrastructure, 15%

5. Technology and telecoms, 6%

6. Banks, 4%

7. Energy, Oil and Gas, 4%

8. Property and property backed securities, 4%

9. Financial Services and Insurance, 3%

10. LTM Loans, 3%

11. Securitisations (collaterised credit), 3%

12. Industrials, 2%

13. Commodities, 2%

Jun 2017 

by 

Sector 

27% 

21% 
18% 

15% 

10% 

9% 
Rental Income Notes, 27%

Real Estate Debt, 21%

Infrastructure, 18%

Lifetime Mortgages, 15%

Private Corporate Debt, 10%

Property Residual Notes, 9%



DIVERSE SOURCES OF PROFIT 
BOTH OUR RETAIL & INSTITUTIONAL BUSINESSES  

HAVE SHOWN STRONG GROWTH  

UK INDIVIDUAL 

ANNUITIES 

UK LIFETIME 

MORTGAGES 

LGR Retail  

BACKBOOK ACQUISITIONS 

UK PENSION RISK 

TRANSFER 

LGR Institutional  

US PENSION RISK 

TRANSFER 

Retail: 
Annuities, 

541,000 

Retail: LTM, 
16,000 

Institutional:  
In-payment, 

302,000 

Institutional: 
US PRT, 22,000 

Institutional: 
Deferred, 
141,000 

Institutional: 
Longevity, 

53,000 

 1.1m  

Customers 

served 



Private pension
sector

Transferred to
insurers
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£7.5bn 

£13.2bn £12.3bn 
£10.4bn 

£10- 
14bn 

2013 2014 2015 2016 2017 Est.

£1.1bn 
£1.4bn £1.6bn 

£2.2bn 

£2.8- 
3.2bn 

2013 2014 2015 2016 2017 Est.

$4bn 

$9bn 

$14bn $14bn 

$18- 
20bn 

2013 2014 2015 2016 2017 Est.

£2trn DB 

pensions, 

c.4% 

transferred 

to insurers 

Private pension
sector

Transferred to
insurers

$3trn DB 

pensions, 

c.5% 

transferred to 

insurers 

Over 55s housing
equity

Outstanding LTM
balance

£1.5trn over 

55s housing 

equity market, 

c.£17bn 

outstanding 

LTM 

Source: PBGC & LIMRA  

Source: PPF & Mercer/LCP reports 

Source: Age Partnership research, 

UK Finance data & 2017 sales 



AUM 

£951bn 

Total net flows 

£21.7bn 

Operating profit 

£194m 



£292m 

£394m 

 £194m  48% 

51% 
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Solutions AUM (£bn) Index AUM (£bn) Real Assets AUM2 (£bn) GFI AUM1 (£bn) 

•

•

•

•

•

•

•

•

•

•

217 

446 

H1 2013 H1 2017

20% 

83 

145 

H1 2013 H1 2017

262 

332 

H1 2013 H1 2017

9 

21 

H1 2013 H1 2017

15% 

6% 

23% 



DC AUM and AUA growth (£bn) DC client growth Retail AUM (£bn) 

DC AUM 

•

•

•

•

•  

• Differentiated market entry highlighting our social purpose and 

ESG capabilities (e.g. Future World Fund) 

•

• Second largest and fastest growing Master Trust in the UK2 

• Number of pension schemes serviced (12,234) has increased 

by 29% in H1 2017 

• Following our investment in Smart Pension in 2016, LGIM 

have enhanced its presence in the auto enrolment market to 

21,300 clients 

• Welfare state reform and the decline of final salary pensions 

provision is creating room for further growth in DC 

34 
41 

46 

57 
63 

8 11 15 
21 

25 

2013 2014 2015 2016 H1 2017

DC Assets DC AUA

2,343 

12,234 

968 
2,462 

2013 2014 2015 2016 H1 2017

DC Schemes DC Customers ('000)

17 18 
20 

24 
27 

2013 2014 2015 2016 H1 2017

2013 2014 2015 2016 H1 2017



•

•

•

•

•

•

•

International AUM Growth (£bn) International Net Flows (£bn) 

£52bn 

£198bn 

H1 2013 H1 2014 H1 2015 H1 2016 H1 2017

Other International US

12.9 

8.7 9.5 

14.5 

17.9 

2013 2014 2015 2016 H1 2017

Other International Column1



•

•

•

•

•

•

US AUM Growth (£bn) US Net Flows (£bn) 

 

5.0 
6.0 6.3 

9.4 
8.6 

2013 2014 2015 2016 H1 2017

£21.5bn 

£126.5bn 

H1 2013 H1 2014 H1 2015 H1 2016 H1 2017



Earnings per share 

15.94p 

Return on Equity 

26.7% 

Interim dividend 

4.30p 



FINANCIAL HIGHLIGHTS H1 2017 H1 2016 

1. 2016 benefitted from the reversal of £7m of accrued promote relating to CALA Homes  

•

•

•

•

•



•

•

•

•

•

•

Invest 

Sell 

Develop 

Attracting new institutional capital following LGC initial investment  



LGC initial investment in Cardiff has delivered profitable investment opportunities for 

LGR and has attracted new institutional capital managed by LGIM 

Sourcing new institutional 

capital funding 

• •

• •

•
•

• •

• •

Phase 2 

Phase 1 

Phase 3 

Phase 4 

Phase 5 – 10 



Sector Macro themes provide growth opportunity Scaling up existing 

businesses 

Developing new 

businesses 

Housing •

•

•

•

•

•

•

•

•

•

•

Infrastructure 

 

•

•

•

•

•

•

•

•

•

SME Finance 

 

•

•

•

•

•

•

•



Focus area 2017 achievements 

1. Robotics 
•

•

•

•

2. Platforms 

•

•

•

•

•



Focus area 2017 achievements 

3. Data & 

Artificial 

Intelligence 

•

•

•

•

•

•

•

•

•

4. Infra-

structure 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
   



 


